Lowell Public Schools

FY22 Budget Update & Bottled Water Purchase
February 2, 2022
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Continuous Review of Two Budget Years Simultaneously To
Ensure Maximizing Every Funding Stream

AGENDA e Budget to Actuals for FY21/22

 Update on Governor’s numbers

 Foundation budget changes due to Student
Opportunity Act




Lowell Public Schools

YTD Budget Report As of 1/25/2022
ACCOUNT DESCRIPTION ORIGINALAPPROP  TRANFRS/ADISMTS  REVISEDBUDGET  YTD EXPENDED ENCUMBRANCES  AVAILABLE BUDGET % USED

Total 0010 GENERAL FUND 194,284 378 0,032,451 203316835 8841611570 10,992,686.72 103906032 48

N4
Per the approved budget, Munis YTD —[W\\[jﬂ—'
reflects the $194 million plus $9 ——
million in carryover purchase orders. L O W E L L
We have spent 48% (includes PUBLIC SCHOOLS

encumbrances) thus far. Memo and
full report included in SC package.




Governor's Budget FY22 BUDGET PROCESS

House Ways & Means Budget AbOUt this Step

House Debate The annual buget process begins each yearwhen the Govemor les recommendations as a bil with the House of
representafives, Under te state Consttution, the Govemor must submt a proposal by the i Weahescay of January or
e eyt of anewtermn, wihin ve weeks Lt This I called House 1or House 2'ceoending onthe year

House Budget

Senate Ways & Means Budget

Senate Debate

Senate Budget

Conference Committee

@ rinalBudget



Comparison to FY22

Errollment

Foundation budget

Required district contribution
Chapter 70 aid

FRequired net school spending [MRSE
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FY23 Chapter 70 Foundation Budget

160 Lowell
Base Foundation Components
3 4 ] b

Kindergarten Juniort High
Pre-school Half-Day  Full-Day Elementary  Middle School  Vocational

§

Special Ed
In-District

Incremental Costs Above the Base
3 1 1

12

Special Ed  English learners English learners  English learners
Tuitioned-Out PK-b b-8 High Schooli¥oc ' Low income  TOTAL

Foundation Enrollment i 0 1,248 6,631 4184 3687 b6

1 Adrmiristration 12157
2 Instructional Leadership 23572
3 Clazsroom & Specialist Teachers 1006885
4 Other Teaching Services 28,220

REBRER 2808948 1772384 1561880 2798
W0 B0I3MA 3m0%e 28080 Al 4%
43809 2341000 LIk4E EFRIE B09.372
102900 BSEEI 2799 1988130 I ha7
A Professional Developrnent AL 7325 520 52 £23 BA0 B38.007 1373
7 Guidance & Pauchological Services T
B Pupil Services 2136
9 Operations & Maintenance 279,504
10 Ernployes BenefitatFived Charges™ 3m
11 Special Education Tulion® I

oA T 1517 4% 1570441 2
126,747 1010034 1041021 21041 37 58
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0
0
0
0
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0
0
0
0
0

12 Total 2,962,382 1142568 59540412 36,061.227 38624570 1,036,049

13 Wage Adustment Factor 00.0%

*The wage adjustment Factor i applied to underlving rates in all functions except instructional equipment, benefits and special education tuition,
4 Low-income percentage T6.03%
15 Low-income group 1
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|Fnundatiun Budget per Pupil

16,014

Englizh learner foundation budget as % total foundation budget
Low-income foundation budget as % total foundation budget
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28.8%




Lowell Public Schools
Foundation Budget for FY22 and FY23 Compared

FY22 FY23 Change
E rirollmern Total Rate E rirall mer Total Rate Enrallmer Total Rate

Base Foundation Components
PreSchool 43§ 2072054 % 4220 A74 % 2BBZ2352 % 4464 83 % 490328 244
Full Day K.drg A ¢ 9917317 ¢ 5440 1248 & NMMM2BEE % 23923 73 0% 1225251 408
Elernentary EESY ¢ BE7E4.940 % 0483 BE31 % BOA40472 % 23979 -bb § 2775472 430
tiddle 4303 % 35035433 % 842 4184 % 36061227 % 5613 -9 % 1025725 477
High School 3326 F 330737001 F 95945 3EBY § 3BE2457F0 $710,476 JE1 % 5546463 A3
Yocational A0 % 4635362 14953 BB % 1036043 $15,638 -244 5 [3.593.3713) 745

Incremental Costs Above Base
Special Ed- In District (3,867 assumed) BOG| & 1714532 § 28149 BN § 17975223 $23.419
Special Ed - Tuitionad Out 134 assumed) BRI E 4304380 % 31E41 15a RATETE $34.291

860621 $1270
513616 $2E50

English Learners 6-8 86 § 2057046 % 252 833 2407278 % 2696
Enalish Learners - HS BB § 0 1463788 F R4 734 1846226 § 2515
Law Incorme 207 & bOEZ78h2 § 532 12067 $ 74328135 % B.60

30232 F 175
382138 % 551
14700283 % 839

S
LS
English Learners Pre-5 2497-352 hA90.203 § 2399 2715 £.934,300 $ 2554 $ 944097 § 1ES
;S
t
S

Tatal 6047 232660514 F 14,499 6103 $257 876,445 16,014 $26,210,921 % 1515
Foudation Budget Per Pupil 1 14,493 3 16.014 % 1515

Motes:
Foundation enrollment does not include counts from incrernental costs above baze
Sped enrollment 12 an azsumed percentage; our actuals are much higher than this assumed rate
Significant decreaze in vocational dollars
Increasze to rate provided for sped, ELL and low income
Approx 350 additional EL studerts
Approz 860 additional low incomez students




NEXT STEPS FOR FY22/23 BUDGET PROCESS

MEXT STEPS

Finance January 5th

Finance January 19th

Finance February 2nd

Finance February 2nd

Finance February 9th

Finance February 16th

Finance February TBD

Finance March 2rd

Finance March 4th

Finance March 8th-March 19th
Finance March 22nd - April 1st
Finance March TBD

Finance April 7th

Finance April 21st

Finance April TBD

Finance May 4th

Finance May 9th (Monday)
Finance May TBD if needed
Finance May 18th

SC: Update on Budget Process

Quarterly Update for FY21/22

SC: FY21/22 Budget to Actuals; Update on Governor's Budget; Comparison of Foundation Budget/SOA
Principals: send current year FSF workbooks to reacquaint with the format

Training for School Site Councils

SC: Update on SBB pool, Weights, Baseline rules, guardrails, sample workbooks:Budget Adj proposal
Finance Subcommittee Meeting

SC: Update on Summary of Impact to Schools & transition policies

Principals: send their funding summary and workbooks to them

Principals: Budget drop ins with CFO

Principals: Budget Defense
Finance Sl_llhcammittee Meeting

SC: Budget update for current year and FY21/22
SC: Budget update for current year and FY21/22
Finance Subcommittee Meeting

SC: Budget FY22/23 Budget Presentation

SC: Budget Public Hearing

SC: Budget Public Hearing

SC: Budget Adoption



Additional Information Requested
On Bottled Water Purchase
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* Memo from Solicitor and Auditor regarding

Additional Information bottled water purchase

* Key Questions Answered/Summarized
e Current Solutions

* Next Steps:
* MGL C44 S64
* Finance Subcommittee Meeting to
discuss water purchase in more detail
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Christine P. O'Connor
Citw Solicitor

Kerry Regan Jenness

Ist Assistant City Solicitor

To: Members of the School Commutiee Nicholas Anastass
From: Chnsune P. O'Connor, City Solicitor Helen Anderson
CC: Dr. Joel Boyd, Billie Jo Tumer. Dr. James P Hall, Kelly Oakes Mark Jorgensen

Date: January 28, 2022 Elliott |. Veloso
IVI e m O F ro m Subject: Outstanding Water Bill Assistant City Solicitors

I write 1in response to a request from School Committee member J. Doherty for more information
on the unpaid S119,000.00 water bill discussed at the last school commitiee meeting.

The law department became aware of an unpaid water bill shortly before a December 21 with
members of the school department. Durning the meeting I was asked to speak to the auditor
regarding this unpaid bill.

Following a January 6™ meeting with the auditor. the following questions were sent to central
office. In order for law and auditing to properly assess next steps. these questions need to be
addressed and additional information needs to be provided.

e Although a check was 1ssued to LPS for $119k for bottled water, where and from whom
did LPS actually purchase the water?

Why wasn’t a contract/PO made out directly to the vendor?

When was the water purchased/delivered?

What was the quantity and unit price? (of the paperwork we reviewed. there 1s no
indication of a unit price or of a quantity)

e Who created “mvoice™ 7720217 From an auditing standpoint, the mvoice 1s troubling since
LPS 1s clearly not the actual vendor, and the 1ssuance has resulted 1in both an overage and
underage in the accounting of expenditures and receipts in the Milk and Lunch Fund. Both
auditing and law would like to meet with those involved in this purchase to explan the
problems and guard against this happening in the future.

e Was there an imtial payment out of grant money?

e There are also several accounting and procurement irregulanties that we would to discuss
further: deeming this an emergency procurement; stating that a contract 1s not needed for
an emergency procurement: proposing a “flow through™/no-bid payment to Aramark:
creating a false mvoice.

From my meeting with the auditor it appeared that this was mformation that had been previously
requested. Once the information is provided, the auditor and law department will review with
school personnel as to what occurred, how best to correct it. and to develop procedures to further
guard against this happening in the future.




Memo From City
Auditor

TO: Members of the Lowell School Committee

FROM: Kelly Oakes, City Auditor P\\O
CC: Christine O”Connor, City Solicitor
DATE: January 27, 2022

RE: Bottled Water Issue

-~

On November 3, 2021, a requisition was entered into the MUNIS system by the School
Department to encumber funds for the purchase of bottled water (requisition # 92203615). The
vendor was Aramark and the total amount was $119,834.97. City purchasing procedures and
State Law (MGL C 30B). require competitive bidding and a written contract for a purchase over
$100,000, unless a vendor on the state contract list is selected. Purchasing water under the state
contract would avoid the requirement for competitive bidding and a City issued contract.

I'he only supporting documentation attached to the requisition was a quote from Aramark (see
attachment A). Afier review, the requisition was placed in a “hold™ status and notification was
sent to the clerk who submitted the requisition, advising that a contract was required (either City
issued or a state contract number). The response received was that it was “emergency water
and therefore does not need a contract. My office consulted with the Chief Procurement Officer.
and verified that there is no emergency for water that would allow this purchase to be made
outside of procurement laws.

Aside from the aforementioned procurement issues, a number of other concerns were raised upon
further investigation. For example, there were inconsistencies and discrepancies with the
delivery of the goods, the details on the invoice presented for payment, the transaction type, and
the details of the transaction. The documentation provided lacked standard details such as the
quantity of goods, the delivery location, and whom at the School Department received the goods.
I'hese are all standard protocols which appeared to be lacking from the documentation. For these
reasons, the requisition was rejected by my office.

Furthermore, upon review of the Milk & Lunch Revolving fund (fund 1201), it was discovered
that an invoice for $119,834.97 had been paid on October 1, 2021. Afier investigation and audit
of the transaction through the City’s records, it was discovered that purchase order 22201444
was issued on 8/19/2021 (see attachment B). The vendor was Lowell Public Schools. the total
was $119,834.97, and the account charged for the purchase was 12010090-542100-00008. An
invoice was submitted to the Auditor’s office for



Office of the City Auditor

375 Merrimack Street * Lowell, MA 01852
P: 978.674.4080 * F: 978.970.4082
www.LowelIMA.gov

Kelly Oakes
City Auditor

Page 2 of Auditor
Memo

payment against this PO (see attachment C). This resulted in a check being issued to the Lowell
Public Schools. Three invoices were paid on this check, including invoice # 772021 for
$119,834.97 worth of bottled water. The check that was issued was then deposited back into a
City bank account. The City maintains a separate bank account for the milk & lunch revoly ing
fund. Milk & lunch employees have access to make deposits into this account, and as such a
deposit was made on 10/8/2021.

This transaction is of significant concern. The practice of issuing a check from the City to itself
is not a generally accepted practice in accounting and should not be done.

As a result of the above, the revolving fund’s expenses are currently overstated. That is, there is
an expense charged to it for water that is not valid and should not be there. The revoly ing fund’s
revenues are also overstated. That is, there is revenue recorded in the fund that is not real
revenue, The net effect of the cash in and cash out has no effect on the cash balance or fund
balance, but it does have an effect on the revenue and expenses in this fund.

All of this has been communicated with the Finance team at LPS and the City Solicitor. [ am
awaiting reply from LPS so that we can determine the best course of action to get the vendor
paid and the revolving fund balances correct.




Outstanding
guestions to be
resolved:

5 FOOD SERVICE:
A ARAMARK shall serve, on such days and at such times as requested by District
1) Meals, priced as a unit, which meet the meal component requirements prescribed by
USDA. District and ARAMARK will encourage maxinum participation m the National School Lunch and
Brealdast Programs.

2 Such other food as may be agreed upon by ARAMARK and District. A la carte
offerings will comply with applicable Federal and State regulations|

{1, PURCHASING: ARAMARK shall purchase and pey fo, s  Direct Cos, ll food splies and
seviees utlized n Distries Food Serviee Program, Such purcheses shll be mde exchusvly for the
benefit of Disrict nd shal b used solly in Disit Food Service Program, ALl food and relted
suplies purchasedonbehlf of it hll e ep st nd apatand e e shal emain i
Districatall imes. Al suchpurchase shall b made n thenameof Distrit, ARAMARK villoredital

Did we procure the water correctly? Since Section 5.A.2 and Section 11 in
our current Aramark contract allow for them to purchase food and supplies
on our behalf, our bottled water purchases were made with the belief that we
are covered by our current vendor. Since we did go out to bid to obtain this
vendor and worked with City Hall on the contract language, we operated
under that language. We have reached out to DESE’s auditors to be sure.

Is the practice of having LPS Food Service vendor bill LPS General fund
against generally accepted accounting principles? This type of transaction
has been occurring since 2010 when the FSMC began. There are over 100
transactions over the last decade showing LPS FS vendor billing LPS General
Fund and payments being made.

Were there discrepancies between deliveries and documentation? LPS is not
aware of such. Principals worked with Food Service staff to determine the
number of water bottles needed. The rule of thumb was two bottles per
student per day. These deliveries were ordered on a google spreadsheet by
the principals or designee.

What mistakes require correction? The purchase order entered by LPS
incorrectly hits the revolving account number when it should have charged
local account or ESSER. Thus, this does affect account balances.
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First section shows the google doc for principals/designee to order water. Second is the bill by school by order date
provided by the vendor. The third is a screenshot of the Sysco bills to Aramark on our behalf.




ARAMARK VENDOR LP5S FOOD SERVICE VENDOR LPS GENERAL FUND

ARAMARK PURCHASES FOR U5 PAY ARAMARK OUT OF REVOLVING FUND CREATE PO TO LPS F5 VENDOR
THEN BILLS US INVOICE LPS LOCAL/GENERAL LPS LOCAL PAYS LPS VENDOR

ARAMARK BILL TO LPS VENDOR LPS FOOD SERVICE VENDOR BILLS LPS LOCAL

LPS F5 VENDOR PAYS ARAMARK LPS LOCAL PAYS LPS FS VENDOR

In Summary, Aramark provides a service/product and their bill hits our revolving account/food service program. Since non-reimbursable costs cannot

stay in revolving account, we must show the revofvlng account being reimbursed. 5o, his [‘OI’I'Cﬂﬂ.IF LPS FS vendor bills LPS Local Budget so that the payment
can reduce the cost in the revolving account.

THIS IS HOW IT HAS BEEN PRACTICED OVER THE YEARS

e
 ———
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ARAMARK VENDOR LP5 FOOD SERVICE VENDOR LPS GENERAL FUND

PROCESS  |ARAMARK PURCHASES FOR US| +—— |PAY ARAMARK OUT OF REVOLVING FUND | +——————— |CREATE PURENE
THEN BILLS US — INVOICE LPS LOCAL/GENERAL | LPs LoCA#RS VENDOR

WHEN PO WAS CREATED, IT HIT REVOLVING NOT LOCAL
ARAMARK BILLTO LPS VENDOR ————————— | LPS FOOD SERVICE VENDOR BILLS LPS LOCAL THIS WAS A MISTAKE!!! So when ck was deposited,

it hit the same acct it came from

LPS FS VENDOR PAYS ARAMARK +— I.PS LOCAL PAYS LPS FS VENDOR

In Summary, Aramark provided the water to us. The LPS Local payment should have hit local or ESSER funds. A mistake was made and it hit

Revolving Acct. What should have happened is the pmt from LPS Local should have been from local and deposited into revolving acct. Then

a payment to Aramark should have been made from the revolving. This is what should have happened if we followed past practice to show the

flow/reimbursement to revolving account. We could have skipped going through the LPS Food Service Vendor but staff was trying to be consistent with past practice.

- @Qj <
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Current Solutions:

* We are currently working with vendors on the state contract list to provide bottled water.

* Last week, we had a site visit with a vendor on installing water filtration stations. We are waiting for
their cost proposals. They are on the state contract list, too.

- @Qj <
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* Next Steps:
 Use MGL C44 S64 to pay Aramark for outstanding invoices

 Have a Finance Subcommittee Meeting to discuss water purchase
in more detail
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